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COMMUNITY SERVICES ADMINISTRATION
Final regulations governing the award of funds and implementation of a new
program of grants funded by the Department of Commerce under the Job Opportuni
ties Program appear in the 11/10/75 F e d . Reg., p. 52377. There is a
requirement that in the case of private nonprofit agency applicants (or a
public agency) whose accounting system will not be maintained by a public
agency that a statement be submitted by a CPA or LPA that the accounting
system has been reviewed and that it meets adequately the prerequisites set
forth by the CSA. A sample letter is included with the reprint of the
regulations.
FEDERAL COMMUNICATIONS COMMISSION
The Uniform System of Accounts for telephone companies have been amended to
permit them to take advantage of changes in the Internal Revenue Code of
1954 made possible by the Revenue Act of 1971 (Docket 20489). The new rules
amend Parts 31 and 33 to provide for normalization accounting, and also
provide for accounting for investment tax credits in certain instances as
a nontelephone operating income item if a company elects to do so. The
changes also clarify that both the primary and secondary effects of using
Class Life Asset Depreciation Range System as well as the primary and
secondary tax effects of using an accelerated method of depreciation would
be given normalization accounting treatment. The amended rules become ef
fective January 1, 1976, and allow any telephone company to make the amend
ments retroactive to January 1, 1971. The order is republished in the 11/12/75
Fed. Reg., p. 52725.
FEDERAL ELECTION COMMISSION
A two volume "Analysis of Federal and State Campaign Finance Law" is available
from the Commission. Prepared by the library of Congress, the two volumes
include summaries and quick reference charts of individual state laws per
taining to campaign financing, reporting, expenditures, contributions, and
taxes, including annotations with citations to pertinent statutory provisions.
Copies of the publications are available in limited quantities from Mr. Gary
Greenhalgh, Federal Election Commission, Washington, D.C.
20463 (202/382-4733)
An Advisory Opinion Request (APR) to allow a partnership to make political con
tributions and to have the contribution charged equally among the partners,
has been submitted by Sen. Pell (D-RI). AOR 1975-104, reprinted in the
11/12/75 Fed. Reg., p. 52797, essentially is seeking reconsideration of
Advisory Opinion (AO) 1975-17 which held that a partnership contribution is
to be allocated in direct proportion to each partner’s share of partnership
profits and would require a candidate to obtain a written statement showing
each partner's proportionate share for reporting purposes.
Mr. Pell's proposal is to have the partnership amend its partnership
agreement so that contributions will be charged equally, per capita, among
the partners and that candidates would be supplied only the names of all
partners and told that they are to be charged equally. Comments from the
public are due by 11/24/75.
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FEDERAL RESERVE BOARD
Hearings on restructuring the nation's financial institutions and the regulatory
agencies that oversee their activities will be held in December. Part of
the staff study, which will be the basis for the hearings, includes a pro
vision for the creation of a "Federal Depository Institutions Commission".
Its five commissioners would include the Deputy Attorney General, a repre
sentative of the SEC, the Vice Chairman of the FRB and two public members.
The Commission would be responsible for chartering, conversions, mergers,
examination, supervision and regulation of foreign banks, as well as feder
ally chartered depositories and their holding companies. This proposal
for a single regulatory agency is considered the broadest restructuring plan
that has been recommended in either the House or Senate.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
Proposed regulations covering a revised program of mortgage insurance and
assistance for lower income homeowners were published in the 11/7/75 F e d .
Reg., p. 52216. The proposals include a requirement for mortgagees to main
tain such records as HUD may require and to have them available for review
and inspection by HUD or GAO. Comments on these proposals are due by 12/10/75
INTERSTATE COMMERCE COMMISSION
Finalized revisions to the Uniform System of Accounts for railroad companies,
electric railway motor carriers of passengers and property, inland and
coastal waterway carriers and freight forwarders are contained in the 11/6/75
F e d . Reg., p. 51638. The changes concern classification of carriers designed
to eliminate undue delays in reclassification and minimize system implemen
tation problems. The revisions will also provide stability and active carrier
participation in the classification process.
"Criteria for Rail Service - continuation of subsidy decisions” have been
developed and have been published in the 11/7/75 F ed. Reg., beginning at
p. 52200. The purpose of the proposed criteria is to assist a potential
subsidizer to decide whether a rail service continuation subsidy should be
offered, or whether the rail service should be allowed to be terminated
as requested in the notice of intention to terminate service.
INTERIOR, DEPARTMENT OF
Candidates are sought for the position of Assistant Director, Financial Manage
ment System Division in the Office of Management Consulting. The individual
selected will direct the Financial Systems Unit of an internal management
consulting office and will direct a small staff charged with assisting in
improving systems and providing financial policy guidance and analytical
support. Candidates should be a CPA and/or MBA in business or finance;
have heavy recent experience with Federal financial management systems, pre
ferably from a consulting perspective; a demonstrated ability to develop
practical solutions to difficult financial problems; highly developed inter
personal skills; and at least 6 years of related experience and/or education.
This career civil service position is located in Washington, with a starting
salary in the low 30's. A detailed resume with salary history and the names
of three references should be sent no later than 12/8/75 to the Department
of Interior, Office of the Secretary, Office of Management Consulting, 18th
and C Streets, NW, Washington, D.C. 20240, Attention: Victor E. Traver.
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JUSTICE, DEPARTMENT OF
A manual to aid state and local law enforcement agencies detect and prosecute
white-collar crime is being prepared for the Law Enforcement Assistance
A dministration (LEAA). LEAA announced that the goal of the "how-to" manual
is to give law enforcement personnel a compact handbook containing current
information on white-collar criminal investigation and prosecution techniques,
resources available to train law enforcement personnel in this area, and the
organizational framework needed to deal effectively with white-collar crime.
The handbook would also tell law enforcement officials if they need the
specialized skills and knowledge of such professionals as accountants, tax
specialists, economists and security analysts to deal with organized crime.
The manual will be prepared over the next 15 months under a grant to the
Battelle Manorial Institute, Seattle, Washington.
LABOR, DEPARTMENT OF
An extension of time for comments on the proposed, temporarily effective regu
lations prescribing minimum participation, vesting and benefit accrual stan
dards for covered employee pension benefit plans published in the 9/8/75
Fed. Reg., p. 41654 has been granted. The purpose of the extension is to
allow the comment period to coincide with that of related IRS regulations
on minimum participation and vesting standards. Comments are now due by
1/9/75.
PAPERWORK COMMISSION
The first national public meeting of the Paperwork Commission will be held in
Boston on 11/21/75 at 9 a.m. in the John F. Kennedy Federal Building, Suite
E-226. Representatives, from labor, small manufacturers, insurance, and
higher education will address the areas in which they have or are experi
encing a paperwork burden, and present their recommendations for minimizing
the amount of paperwork demanded by Federal, State, and local reporting
requirements.
The second national meeting has been scheduled for San Francisco on
11/25/75 in the GSA Federal Building, 525 Market Street, in the Arizona
Room on the 28th Floor, commencing at 9 a.m. Local representatives will
also address the various areas in which they are beset by Federal, State,
and local reporting requirements. For additional information on either
meeting, call 202/254-6920.
PENSION BENEFIT GUARANTY CORPORATION
Standardized procedures dealing with mergers, consolidation or transfer of assets
of liabilities of pension plans have been worked out by the Department of
Labor, the IRS and the PBGC. The procedures apply to Sections 208 and 1015
of the new pension law. A copy of the release which explains generally the
procedures may be obtained by calling 202/254-4817 and requesting release
76-12.
Another release (PBGC 76-13) concerning a proposed regulation on the
maximum amounts of benefits guaranteed by the PBGC may also be obtained.
This proposed regulation describes the rules for applying the limitations
contained in Section 4022 of ERISA on the amounts of benefits which the PBGC
may guarantee.
(The regulations were published in the 11/4/75 F ed. Reg.,
p. 51373.) Also at page 51368 is the proposal implementing Section 4044
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which requires that upon the termination of a defined benefit pension plan,
the assets of such a plan be allocated among six priority categories. For
more information about these decisions, call the number listed above.
SECURITIES AND EXCHANGE COMMISSION
The 40th Annual Report of the SEC is now available. The report includes a
report on regulatory and legislative developments plus a review of the various
SEC Divisions and their accomplishments during the fiscal year ending 6/30/74.
Copies of the 1974 Annual Report are available from the GPO (S/N 046-000-00101)
for $2.05 each.
Legislation requiring greater disclosure of foreign investment in U.S. concerns
has been approved by the Senate Banking Subcommittee on International Finance.
The bill, a combination of S. 953 and S. 425, would require the beneficial
owners of more than 5% of a class of any equity security of a company to dis
close their residence, nationality, and nature of ownership and associates
of a beneficial owner to disclose their background and nationality.
In
addition, record holders of more than one-tenth of 1% of a class of stock
for a beneficial owner would be required to file reports with the issuing
comapny disclosing identity, nationality and residence of the beneficial
owner.
Legislation has been introduced to require state and local governments to
register new bond issues with the SEC. The bill (S. 2574), introduced by
Sen. Eagleton (D-MO), would "expose" municipal bond issuers who were mani
pulating figures to show a balanced budget", according to the Senator.
Mr. Eagleton stressed that his bill would bring municipalities and states
seeking to offer bonds under the same scrutiny by the SEC in terms of financial
disclosure and fiscal responsibility as corporations seeking to offer new
stock.
Similar legislation has been introduced in the House by Rep. Van Deerlin
(D-CA) (HR 10522 and 10523), Chairman of the House Commerce Subcommittee
on Consumer Protection and Finance, to which the bills have been referred.
The series of "Staff Accounting Bulletins" announced in the 11/10/75 Wash. Report,
Issue 37, is not available in single copies, according to the SEC Public
Information Office. Present plans are to reprint the "Bulletins", as they
are released, in the SEC Docket, available through the GPO at an annual sub
scription rate of $43.70. We understand that the commercial securities
reporting services expect to reprint the "Bulletins" in full.
TREASURY
William C. Penick, CPA, Chairman of the AICPA Federal Tax Division, presented
testimony before the Senate Select Committee on Small Business on the sub
ject of the tax problems of small business on 11/13/75. Mr. Penick stressed
the impact inflation is having on small business, particularly with regard
to capital recovery, inventory profits, and the fixed dollar amounts in
the Internal Revenue Code. He also suggested that consideration should be
given to the eventual elimination of the present system of dual corporateshareholder taxation.
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Volume 1 of Package X, the annual compilation of federal income tax forms for
the use of tax practitioners, is now available. Volume I includes regrets
from Commissioner Alexander that the individual income tax forms are more
complex than last year. Mr. Alexander pointed out that the forms are more
complex because of the tax credit for purchase of a new home, deductions
for contributions to an Individual Retirement Account, the credits for
personal exemptions and earned income, and more detailed residence data
requested by the Census Bureau. Copies of "Package X, Volume I" are available
from the GPO (S/N 048-004-00832-7) for $3.15 each.
An extension of time for comments on proposed amendments to the tax regulations
relating to certain retroactive amendments of employee plans which appeared
in the 10/7/75 Fed. Reg., p. 46314, was granted until 12/8/75.
IRS has
also announced an extension of time for comment on proposed amendments to
regulations relating to the minimum participation standards which were
published in the 10/3/75 Fed. Reg., p. 45838. Comments on these proposals
may now be filed until 12/10/75.
Temporary regulations under the pension reform law designed to provide
rules for the issuance of disclosure statements to individuals for whom an
individual retirement account, an individual retirement annuity, or an
endowment contract is established, appeared in the 11/6/75 Fed. Reg., p.
51635.
The House Ways and Means Committee has reported its tax reform bill to the
full House. The 674 page bill, HR 10612, was given a modified open rule by
the House Rules Committee which will allow for six hours of general debate
and consideration of six amendments recommended by the Committee. As a
special supplement to this week’s Washington Report, we are including a
summary of significant items in the draft bill, prepared by the staff of
the AICPA Federal Tax Division.

For further information, please contact:
Wade Williams or Dan Myers
(202) 872-8190
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FIRST CLASS MAIL

Supplement to the 11/17/75 Washington Report
Summary of Significant Items Contained in the Tax Reform Act of 1975, P r e p a r e d b y t h e
Staff of the AICPA Federal Tax Division.
Tax Shelters. The Committee applied the limitation on artificial loss (LAL) approach
to curtail the benefits of tax shelters. Under LAL, the shelter vehicle itself is
left intact, but a taxpayer is prevented from utilizing the artificial losses created
by "accelerated" or "up front" deductions to shelter his other income.
In general,
LAL would apply on an individual property-by-property basis. The following types of
shelters are affected:
•

Real estate - Accelerated depreciation and construction period interest and
taxes. Effective dates - 12/31/75 for commercial property construction;
1978 for residential.
Consolidation of properties permitted.

•

Farm operations - Accelerated depreciation and pre-paid, pre-productive expenses.
Effective date - after 1975. Consolidation of farms permitted. Up to $20,000
(subject to phase-out) of non-farm income may be offset by the "artificial" losses.

•

Oil and gas - Intangible drilling and development costs. Effective date 12/31/75.
LAL not applicable to "exploratory wells". Use of leveraging not
permitted unless taxpayer is personally liable ("at risk").

•

Movies - Production costs and accelerated depreciation.
"At risk" provisions apply.

•

Equipment leasing - Accelerated depreciation and amortization.
9/10/75.

Effective date - 9/10/75.

Effective date -

In addition, the recapture rules for residential real estate would be tightened, a
corporation engaged in farming would have to use accrual accounting, and a limitation
would be placed on the amount of purchase price taxpayers acquiring sports franchises
could allocate to player contracts.
Minimum Tax. The basic format of the minimum tax was left alone. However, the tax
rate would be increased to 14 from 10 percent; the $30,000 exemption would be lowered
to $20,000 and subjected to a phase-out; and only half instead of the full amount of
regular taxes could be deducted.
In addition several changes were made to the items
of tax preference.
Foreign Income; Disc's. The committee eliminated the per-country method by which a
taxpayer could compute his maximum foreign tax credit, would require dividends from
less-developed country corporations to be "grossed up" by the taxes paid to that country,
would require recapture of foreign losses which has been used to offset U.S. income
when the foreign income is earned in future years, and would provide new rules for
netting foreign and domestic capital gains and losses for purposes of the foreign tax
credit limitation. The 14 percent lower tax rate for Western Hemisphere Trade
Corporations would be phased out over five years, the income-earned-abroad exclusion
for individuals would be phased out (with a foreign tax credit substituted therefor),
and the 30 percent withholding tax on dividend and interest payments to foreigners
would be repealed. The DISC provisions would be tightened up by limiting the tax break
to the extent that export sales for a year exceed 75 percent of average sales for the
preceeding 3 years, and by eliminating the benefit on sales of military hardware and
agricultural products.
In addition, the taxation of foreign trusts would be tightened
up, but the provisions applying to Section 367 rulings would be liberalized. Finally,
numerous provisions in the bill would affect the treatment of controlled foreign
corporations and their shareholders.
Capital Gains and Losses. Under the proposal the capital loss provisions would be
liberalized.
Individuals would be permitted to offset up to $4,000 of ordinary income
instead of the present $1,000. This would be phased in at the rate of an additional
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$1,000 per yer over the next three years.
In addition, individuals with capital
losses in excess of $30,000 would be allowed to carry them back three years. This
carryback provision would apply retroactively to 1974. To offset the revenue loss
from these provisions, the holding period requirement for determining long-term
status would be extended to 12 months. This would be phased in at the rate of an
additional 2 months per year over the next three years.
Corporate and Individual Tax Cuts. Basically, the temporary changes made by the Tax
Reduction Act of 1975 would be either extended or made permanent. For individuals,
however, the $30 per exemption credit and the earned income credit would be replaced
by a temporary 2 percent credit on the first $12,000 of taxable income.
Administrative Provisions. Income tax return preparers, which would include CPAs and
attorneys, would be required to file an annual return listing all employees of the
preparer.
The IRS would be required to make available for inspection, with certain
confidential information deleted, private letter rulings. In addition, the IRS’s use
of jeopardy assessments would be curtailed somewhat.
Other Changes.

The following items are also part of the reform package:

•

Non-business interest - A $12,000 ceiling on the deduction for investment
and personal interest would be imposed.

•

Business use of, and vacation homes - Substantial restrictions would be imposed
on the deduction for business use of a home and for vacation hones used partly
for personal purposes.

•

Foreign conventions - A deduction would be allowed for limited expenses associated
with up to two foreign conventions per year.

•

Child care - Instead of a deduction, which was phased-out as taxable income
rose, a 20 percent credit for child-care expenses would be allowed, with
limitations, but without regard to the taxpayer’s income level.

•

Sick pay and disability payments - The computations would be simplified, but
the application of these provisions would be restricted in certain cases.

•

Retirement income credit - Application of the retirement income credit would
be expanded to apply to certain taxpayers with earned income who presently do
not qualify.

•

Alimony deduction - This would be made a deduction for adjusted gross income.

•

Stock options - Employees would be taxed, at ordinary income rates, upon exercise
of a stock option.

•

REITs - The strict rules which presently exist, violation of which results in
disqualification for the REIT, would be eased up somewhat.

•

IRAs - Employees who are active participants in an employer’s plan would be
permitted to still set up an IRA.

•

Accumulation trusts - A number of technical charges would be made to the way tax
is computed on an accumulation distribution from a trust.

•

Moving expenses - The maximum deduction would be raised to $3,000 from $2,500.

